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DECI SI ON AND ORDER

WLLIAME. SMTH, United States District Judge.

| . | nt roducti on

The Beacon Mutual |nsurance Conpany (“Plaintiff” or “Beacon”)
is the largest witer of workers’ conpensation insurance in the
state of Rhode Isl and. It has used the nane “The Beacon Mitua
| nsurance Conpany” (along with a I|ighthouse |o0go) since 1992.
Meanwhi | e, OneBeacon | nsurance G oup (“Defendant” or “OneBeacon”),
formerly known as CGU | nsurance, adopted its current nanme, and
began using a |ighthouse logo as well, in June 2001. Fol | owi ng
this name change, Beacon brought this lawsuit claimng that
Def endant’ s adopti on of the nane “OneBeacon” and a | i ghthouse | ogo
viol ated federal and state unfair conpetition |aw Beacon al so
asserted clainms for service mark infringenent and trademark
di lution under state | aw

OneBeacon responded to Beacon’s suit wwth a Mdtion for Summary

Judgnent, which this Court granted. Beacon Mut. Ins. Co. V.




OneBeacon Ins. Goup, 290 F. Supp. 2d 241 (D.R 1. 2003) (“Beacon

1), revvd 376 F.3d 8 (1st GCr. 2004). In granting summary
judgment, this Court relied primarily on the First CGrcuit’'s

opinion in Astra Pharm Prods., Inc. v. Beckman Instrunents, Inc.,

718 F.2d 1201 (1st G r. 1983), which held that in order to find a
i kel i hood of confusion between parties’ marks sufficient to
support a claim of unfair conpetition, that confusion “nust be
based on the confusion of sone rel evant person; i.e., a custoner or
purchaser,” id. at 1206 (enphasi s added). Because “Plaintiff ha[d]
not established that the [allegedly confused] entities and persons

are [] consuners of the product,” Beacon |, 290 F. Supp. 2d
at 246, this Court concluded that Plaintiff failed “to denonstrate
that the confusion it identifies is connected in any way to its
commercial interests,” id. at 252, as required to maintain an
unfair conpetition claim

On appeal, the First Crcuit reversed. Beacon Mut. Ins. Co.

v. OneBeacon Ins. Goup, 376 F.3d 8 (1st Cir. 2004)(“Beacon |1").

Wt hout addressing its earlier holding in Astra that the rel evant
confusion nust be shown to exist in custonmers or purchasers, the
First CGrcuit inplicitly abdicated the Astra standard by concl udi ng
t hat evidence of actionable commercial injury in a case such as
this was “not restricted to the loss of sales to actual and
prospective buyers of the product in question.” Id. at 10.

Instead, the First Circuit enunciated a new standard for what



constitutes actionable confusion: “Confusion is relevant when it
exists in the mnds of persons in a position to influence the
purchasing decision or persons whose confusion presents a
significant risk to the sales, goodwill, or reputation of the
trademark owner.” Id. (enphasis added). Further, *“relevant
comrercial injury includes not only | oss of sales but also harmto
the trademark holder’s goodwi Il and reputation.” [1d.

As aresult of the First Grcuit’s decision, the case returned
tothis Court and a bench trial was held fromFebruary 28, 2005, to
March 4, 2005, with final argunents on March 9, 2005. What fol |l ows
are the Court’s findings of fact and concl usions of |aw.

1. Fi ndi ngs of Fact and Concl usi ons of Law

The marks that Plaintiff seeks to protect are not registered.
“Therefore the present claimis based upon 8 43(a) of the Lanham

Act which covers unregistered trademarks.” Boston Beer Co. .

Sl esar Bros. Brewing Co., 9 F.3d 175, 180 (1st Cr. 1993). Section

43(a) of the Lanham Act forbids persons from using,

in connection with any goods or services . . . any word,
term name, synbol, or device, or any conbi nation thereof
whi ch --

(A) is likely to cause confusion, or to cause
m stake, or to deceive as to the affiliation,
connection, or association of such person with
anot her  person, or as to the origin,
sponsorshi p, or approval of his or her goods,
services, or comercial activities by another
per son.

15 U.S.C. § 1125(a)(1)(A).



To make out a claim under 8 43(a), the owner of an
unregi stered mark nust establish that its mark is (1) either
i nherently distinctive or has acquired secondary neaning, and (2)

is likely to be confused with the defendant’s mark. Two Pesos,

Inc. v. Taco Cabana, Inc., 505 U S. 763, 769-70 (1992).

A. The Spectrum of Distinctiveness

I n anal yzi ng whether a mark is distinctive, marks are divided
into four categories: (1) generic, (2) descriptive, (3) suggestive,

and (4) arbitrary or fanciful. Abercronbie & Fitch Co. v. Hunting

Wrld, Inc., 537 F.2d 4, 9 (2d Cr. 1976). Suggestive, arbitrary

and fanciful marks are considered inherently distinctive, while
descriptive marks are deened distinctive only upon a show ng that

t hey have acquired secondary nmeani ng. | .P. Lund Trading ApS v.

Kohler Co., 163 F.3d 27, 39 (1st GCr. 1998). GCeneric marks are

generally not protected. Id. VWether a mark is inherently

distinctive is a question of fact. Boston Beer, 9 F.3d at 180.

To be classified as “fanciful,” terns wll wusually have to
have been “invented solely for their wuse as trademarks.”

Abercronbie, 537 F.2d at 11 n.12. Arbitrary marks are “common

word[s] . . . appliedin an unfamliar way.” 1d. Suggestive nmarks
“require i magi nati on, thought and perception to reach a concl usion

as to the nature of goods.” 537 F.2d at 11 (quoting Stix Prods.,

Inc. v. United Merch. & Mrs., Inc., 295 F. Supp. 479, 488

(S.D.N. Y. 1968)). Finally, “[a] term is descriptive if it



forthwith conveys an imedi ate idea of the ingredients, qualities

or characteristics of the goods.” 1d. (quoting Stix Prods., Inc.,

295 F. Supp. at 488).

Beacon’s mark is nost appropriately deened descriptive. The
word “beacon” in the mark is nmeant to suggest that Beacon wl|l
serve as a good guide to consuners. See MriamWbster’s
Coll egiate Dictionary 98 (10th ed. 2002) (defining “beacon” as a
“signal for guidance” and “a source of light or inspiration”); see

al so Plati numHone Mortgage Corp. v. PlatinumFin. Goup, Inc., 149

F.3d 722, 728 (7th Gr. 1998) (“In this instance, ‘platinum
describes the quality of plaintiff’s nortgage services and suggests

that it provides a superior service . . . .”); Anerican Heritage

Life Ins. Co. v. Heritage Life Ins. Co., 494 F.2d 3, 11 (5th G

1974) (upholding a district court’s conclusion “that the word
‘“heritage’ is generic or descriptive of life insurance”); Hiram

VWl ker & Sons, Inc. v. Penn-Maryland Corp., 79 F.2d 836, 838 (2d

Cir. 1935) (holding that “inperial” was descriptive of quality of
whi skey). The descriptive nature of the mark is confirnmed by the
w despread use of the term*“beacon” with a |ighthouse | ogo by many

ot her conpani es around the country.! See Anerican Heritage Life

! For exanpl e, Sara Soubosky, a paral egal for the Defendant’s
law firm Ropes & Gay, LLP, testified at trial that a search of
the i nternet reveal ed 289 busi nesses i n Massachusetts used t he nane

Beacon, W th ten of t hose busi nesses bei ng in t he
financial/insurance industry, and five of those enploying a
I i ght house logo as well. (Tr. of 3/3/05 at 119.)
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Ins., 494 F.2d at 11 (“The industry itself evidently recognizes the
truth of the district court’s finding because the word ‘ heritage’
is used in the corporate nanes of insurance conpanies all over the
country.”). Finally, Beacon itself has capitalized upon the
descriptive significance of its mark by putting out a newsletter in
the past entitled “Guding Light.” (Tr. of 2/28/05 at 85
(testimony of M chael Lynch, Vice President of Legal Services at
Beacon).)

B. Provi ng Secondary Meani ng

Because Beacon’s mark is descriptive, and therefore not
i nherently distinctive, Beacon nust show secondary neani ng to avai l
itself of the protection of the Lanham Act. A mark that is not
inherently distinctive is protected under the Lanham Act only upon
a showng by the mark owner, by a fair preponderance of the
evi dence, that the mark has acquired secondary neaning. See 2 J.
Thomas McCarthy, MCarthy On Trademarks And Unfair Conpetition §
15:33 (4th ed. 2005) (hereinafter, “MCarthy”). A mark has
acqui red secondary neaning only if its primary significance in the
mnds of the public is to identify the source of the product or

servi ce. See |.P. Lund, 163 F.3d at 41. Mar ket surveys have

“becone a wel | -recogni zed neans of establishing secondary neani ng.”

Boston Beer Co., 9 F.3d at 182. Oher factors a court may | ook to

“in determ ning whether a termhas acquired secondary neani ng are:

(1) the length and manner of its use, (2) the nature and extent of



advertising and pronotion of the mark and (3) the efforts nmade in

the direction of pronoting a conscious connection . . . between the
nane . . . and a particular product . . . .~ Id. (citation
omtted).

Beacon retained the services of Dr. Jacob Jacoby as an expert
W t ness on secondary neaning. Dr. Jacoby produced a witten report
whi ch concludes that the phrase “The Beacon,” has acquired a
substanti al degree of secondary neani ng anong i ndi vi dual s i n Rhode
| sland responsible for selecting their conpany’'s workers
conpensation insurance and/or commercial or industrial insurance.
(Pl.”s Ex. 406.) This conclusion is based upon the results of
three surveys conducted in Rhode Island in the Fall of 2001. In
t hese surveys, a total of 237 targeted respondents (persons who
choose, or help to choose, the provider of workers’ conpensation or
commercial /industrial insurance for their conpany) were asked what
t hey thought of when they heard or saw the term “The Beacon.”
According to Jacoby, 69% of the respondents who heard and 79% of
the respondents who saw the term “The Beacon” said that it
signified a workers’ conpensation insurance conpany.

Dr. Jacob Jacoby’s survey supports the conclusion that

Beacon’s marks have acquired secondary neaning.? Dr. Jacoby’s

2 OneBeacon chal | enges Dr. Jacoby’s net hodol ogy i n conducti ng
the survey on a nunber of grounds. However, after an extensive
Daubert hearing on this matter, this Court concluded Dr. Jacoby’s
survey evidence constitutes adm ssible expert testinony. Beacon
Mut. Ins. Co. v. OneBeacon Ins. Goup, 253 F. Supp. 2d 221 (D.R |
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survey denonstrates that individuals in Rhode Island responsible
for, or influential 1in, selecting their conpany’s workers’
conpensation insurance and/or commercial or industrial insurance
are famliar with Beacon’s nanme and |ighthouse | ogo, and that they
associate it with a particular source of workers conpensation
i nsur ance.

OneBeacon argues that since Beacon has surveyed a narrower
popul ation of persons for purposes of establishing secondary
meaning (those individuals |ikely to influence purchasing
decisions) than that in which it is looking to establish a
i kel i hood of confusion (the general public), Beacon should be
precluded from relying on its survey evidence or, in the
alternative, the evidence of confusion anong t he general popul ation
should be accorded |ess probative value. In support of this
contention, counsel for Defendant, in his closing argunent, stated
that a highly respected comentator, J. Thomas MCarthy, has

witten that the respective universes “nust” match. (Tr. of 3/9/05

2003). OneBeacon al so chal |l enges Dr. Jacoby’s survey on the ground
that it only tested the term*®“The Beacon,” while Plaintiff here is
clai ming i nfringenent of “The Beacon,” “Beacon I nsurance,” and “The
Beacon Mitual |I|nsurance Conpany.” (See Def.’s Mdt. to Exclude
Evi dence Relating to Marks other than “The Beacon.”) The Court
concl udes Dr. Jacoby’s explanation for constructing the surveys as
he did nakes sense and deni es Defendant’s notion. (See Pl.’s Ex.
406 at 6 (“Because the entire nane, The Beacon Mitual |nsurance
Conmpany, actually tells the respondent that it refers (1) to a
conpany, and (2) that that conpany is an insurance conpany, no
effort was nade to test whether the full nane effectively
communi cates that it is the nanme of an insurance conpany.”).)
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at 89.) However, a reading of the cited source discloses no such
assertion. Rat her, MCarthy nerely recognizes that there is
“i nterdependence between buyer confusion and secondary neaning.”
2 McCarthy 8 15:11. Thus, the “basic principleis that if thereis
no secondary neaning, there is no mark to protect and confusion is
not possible.” I1d. This has been understood to nean that *“proof
of secondary neaning is a condition precedent to any di scussi on of

likely confusion.” Universal Frozen Foods, Co. v. Lanb-Wston

Inc., 697 F. Supp. 389, 394 (D. Or. 1987). This is a far cry from
requiring that the respective populations for establishing
secondary neaning and |ikelihood of confusion nust be identical.
OneBeacon acknow edges that it knows of no case that expressly
endorses its position on this point. OneBeacon does, however, cite
to one case that seem ngly advances the proposition. |In Landscape

Fornms, Inc. v. Colunbia Cascade Co., 113 F.3d 373 (2d Cr. 1997),

the Second Circuit recognized that “[t]he |ikelihood of confusion
test concerns not only potential purchasers but also the general
public,” id. at 382. The court went on to note, however, that
“such third parties are only relevant if their views are sonehow
related to the goodwi Il of the aggrieved manufacturer.” 1d. at
382-83. The court concluded that “where there is no show ng that
the general public is aware of Landscape’s ‘dress,’ the district
court erred in giving this factor great weight.” Id. Thi s

| anguage could possibly be read to inply that secondary neaning



must be denonstrated as to the particular population in which
i kelihood of confusion is to be shown.

Nonet hel ess, the nost generally accepted law is that: (1)
secondary neaning is determined on the basis of purchaser

perception, see Am Assoc. for the Advancenent of Sci ence v. Hearst

Corp., 498 F. Supp. 244, 257 (D.D.C 1980) (“The question is not

whet her the general public, but the rel evant buyer cl ass associ ates

a nane with a product or its source.”) (citing 1 McCarthy § 15:11)
(enmphasis in original), and (2) non-purchasers are relevant for
purposes of finding an actionable |ikelihood of confusion, see
Beacon 11, 376 F.3d at 10 (including anyone “whose confusion
presents a significant risk to the sales, goodw Il, or reputation
of the trademark owner”). Thus, Plaintiff nmay establish secondary
meaning via a survey of those individuals “likely to influence
pur chasi ng decisions,” while establishing Iikelihood of confusion

anong a broader population. See Perini Corp. v. Perini_ Constr.,

Inc., 915 F.2d 121, 125, 128 (4th Gr. 1990) (recognizing that
l'i kel i hood of confusion may be denonstrated via a group nade up of
“the public, but not typical purchasers,” while describing
secondary neaning as based upon “the consumng public’s
under st andi ng”) (enphasis added). This Court has found nothing to
suggest that the 1962 anendnent of the Lanham Act, which broadened
actionabl e confusion beyond that of purchasers was intended to

change the standards for proving validity of a descriptive mark

10



(i.e., establishing secondary neaning in the consum ng public).

See Payl ess Shoesource, Inc. v. Reebok Int’'l Ltd., 998 F.2d 985,

989 (Fed. Cir. 1993) (“Section 32 of the Lanham Act was anended in
1962 to include confusion of nonpurchasers as well as direct
purchasers by striking out | anguage limting its scope to confusion
of ‘purchasers as to the source of origin of such goods or
services.'").

Even if this Court did not find secondary neani ng by virtue of
the Jacoby market survey evidence, Beacon would be able to
establi sh secondary neaning on the basis of its pronotion efforts

and market share. See Boston Beer Co., 9 F.3d at 182 (“Anong the

factors this court generally looks to in determ ning whether a term
has acquired secondary neaning are: (1) the length and manner of
its use, (2) the nature and extent of advertising and pronotion of
the mark and (3) the efforts made in the direction of pronoting a
consci ous connection, in the public's mnd, between the nane or
mar k and a particul ar product or venture.”). Here, the Beacon nane
and | i ght house | ogo have been used by the conpany for over a decade
as the primary designator of its workers’ conpensation product.
Beacon was formed in 1990 as the State Conpensation | nsurance Fund
to wite workers’ conpensation insurance for Rhode Island
enpl oyers. To better conpete, Beacon adopted its current nanme and
I i ght house | ogo in June 1992. Since then, Beacon has been using

“The Beacon Mitual |nsurance Conpany,” “Beacon Insurance,” “The

11



Beacon” and a |lighthouse |l ogo as its marks. Beacon has extensively
pronoted its nanme and | ogo, and has acquired substantial market

share in Rhode Island. (See generally Tr. of 2/28/05 at 60-108

(testinony of M chael Lynch, setting forth various pronotional
efforts).) Beacon immediately began to pronote its new nanme and
| ogo through advertising, sponsorships and civic participation
t hroughout Rhode | sl and. Beacon increased its advertising and
pronotional expenditures between 1992 and 2001 from $4, 600 to over
$1 mllion per year, spending nearly $5 mllion during that period
overall. (l1d. at 101-04.) |In 2001, Beacon’s share of the Rhode
| sl and mar ket for workers’ conpensati on i nsurance was approxi mately
66% having peaked at 84.47% (Id. at 105.) Beacon’s drop in
mar ket share refl ects the success of the conpany in that it brought
conpetition back into the market for workers’ conpensation
insurance. As aresult of this |long termuse, extensive and broad-
based pronotional efforts, and | arge market share, it is reasonable
to infer that a significant percentage of Rhode I|slanders are
famliar with the Beacon nane and | ogo and associate it with a

speci fic source for workers’ conpensation i nsurance. See President

and Trs. of Colby Coll. v. Col by Coll.-New Hanpshire, 508 F.2d 804,

808 (1st Cir. 1975 (“[While secondary neaning is shown by the
success rather than by the nere fact of an enterprise’ s pronotional
efforts, the normal consequence of substantial publicity nay be

inferred.”). Thus, based on Dr. Jacoby’s survey evidence and the

12



circunstantial evidence regarding length of use, pronotion, and
mar ket share, the Court concl udes that Beacon’s marks have acquired
secondary neani ng.

C. Li kel i hood of Conf usi on

Li kel i hood of confusion is “an essenti al el ement of a cl ai mof

trademark i nfringenent.” Pignons S. A de Mecani que de Precisionv.

Pol aroid Corp., 657 F.2d 482, 486-87 (1st Cr. 1981). A plaintiff

must prove that there exists “a substantial |ikelihood that the
public wll be confused as to the source” of the rel evant goods or

servi ces. Fi sher Stoves, Inc. v. Al N ghter Stove Wrks, |nc.

626 F.2d 193, 194 (1st Cr. 1980). The First Circuit has
enunerated eight factors to be used as guides in assessing
i kelihood of confusion as to source or affiliation: “(1) the
simlarity of the marks; (2) the simlarity of the goods; (3) the
relationship between the parties’ channels of trade; (4) the
rel ati onship between the parties’ advertising;, (5) the classes of
prospective purchasers; (6) evidence of actual confusion; (7) the
defendant’s intent in adopting its mark; and (8) the strength of

plaintiff's mark.” Astra Pharm Prods., 718 F. 2d at 1205. “No one

factor is necessarily determ native, but each nmust be considered.”
| d. In this case, application of the eight factor test favors

finding a substantial |ikelihood of confusion.

13



1. Simlarity of Marks

The fonts Beacon and OneBeacon use in their marks are not
identical.® (See Pl.’s Ex. 411, 412 (setting forth OneBeacon’s and
Beacon’s marks).) Beacon uses a standard typeface font in a
stylized orientation with the text placed to the right of the

illustration. OneBeacon uses a nodern-| ooking, rounded font, with

the text centered belowits illustration. Beacon uses a realistic
depiction of a traditional |ighthouse on |[and. OneBeacon’ s
illustration is a suggestion of a |lighthouse illum nating the sky,

drawn i n negative space and contained in an oval centered above the

text. |In Beacon’s designation, the |lighthouse appears in bl ack and
white and the text in blue lettering. |n OneBeacon’ s designation,
the |lighthouse inmage appears in yellow and the text in blue. 1In

Beacon’s mark, the nost promnent word is “beacon” and the word
“the” is oriented perpendicularly to “beacon.” In OneBeacon’s
mar k, the words “one” and “beacon” are equally prom nent, and there
IS no space between them

In spite of their differences, Beacon’s and OneBeacon’s marks
are fundanentally simlar. The marks have two identical el enents:
use of the word “Beacon,” and i ncorporation of the visual reference

to a lighthouse. These marks are displayed w thout other nanes,

3 (OneBeacon argues that the nanes “Beacon Mitual |nsurance
Conmpany” and “OneBeacon | nsurance G oup” should be conpared here.
However, this Court will followthe First Crcuit’s | ead and focus
on the simlarity of the visual nmarks. See Beacon II, 376 F.3d at
18.

14



| ogos, or source-identifying designations that would help to

differentiate them See Beacon |1, 376 F.3d at 18 (“The first

factor, simlarity of marks, weighs in Beacon Miutual's favor. This
factor is evaluated based on the [] designation's total effect.
Here, the marks use different fonts and colors, but a factfinder
could reasonably find the total effect to be simlar.”) (internal
guotation marks and citation omtted).

2. Simlarity of Goods

Beacon sel |l s only workers’ conpensati on i nsurance to enpl oyers
within the state. Beacon presently insures approximtely 14,500
enpl oyers. (Tr. of 2/28/05 at 120 (testinony of M chael Lynch).)
OneBeacon, on the other hand, offers property, casualty and ot her
formse of comrercial insurance (including workers' conpensation
i nsurance) i n New York, New Jersey, and the si x New Engl and st at es.
I n 2004, OneBeacon had twenty-four workers’ conpensation policies
inall of Rhode Island. (Tr. of 3/3/05 at 102 (testinony of Roger
Pare, OneBeacon Branch Manager).) Wil e OneBeacon sells other
i nsurance products besides workers’ conpensation, and workers’
conpensation makes up only a small part of its business, the
wor kers’ conpensation insurance coverage that is offered by
OneBeacon in Rhode Island is the sane as that offered by Beacon.
(Tr. of 2/28/05 at 123 (testinmony of M chael Lynch, citing RI.
Gen. Laws § 28-36-5).) Thus, the Court concludes this factor

wei ghs in favor of Beacon. Both Beacon and OneBeacon deal in

15



i nsur ance, and both parties specifically offer wor ker s’

conpensati on i nsurance. See Beacon Il, 376 F.3d at 18 (“The second

factor, simlarity of goods and services, also favors Beacon
Mut ual . OneBeacon conceded this point in its summary judgnent
papers before the district court and thus has abandoned any
argunent to the contrary.”).

3. Channels of Trade, Advertising, and ( asses of
Pr ospecti ve Purchasers

Enpl oyers with at |east one enployee in Rhode Island nust
pur chase workers’ conpensation insurance. R 1. Gen. Laws § 28-29-
6. The majority of Rhode Island enpl oyers who purchase workers
conpensation insurance are small busi nesses who enploy | ess than
five people. (Tr. of 2/28/05 at 139 (testinony of M chael Lynch).)

Every insurance broker licensed by the State of Rhode Island
is an agent of Beacon. (Tr. of 2/28/05 at 132.) Al insurance
of fered by OneBeacon, in contrast, is sold exclusively through the
conpany’ s i ndependent insurance agents. (Id. at 133.) Each of
these agents in Rhode Island is also an agent for Beacon. (ld.)
Beacon offers its workers’ conpensation insurance through agents,
as well as through direct sales. (Id. at 132.) OneBeacon
restricts workers’ conpensation offerings to those who purchase

ot her types of coverage. (Tr. of 3/3/05 at 109.) The rates

16



OneBeacon charges for workers’ conpensation coverage are generally
the same as Beacon’'s rates.* (Tr. of 2/28/05 at 124.)

The parties’ channels of trade, advertising, and classes of
prospective purchasers wei gh agai nst Beacon. Wrkers’ conpensation
insurance is a costly product generally purchased in consultation
with licensed i nsurance agents. Those agents know the difference
bet ween OneBeacon and Beacon. Meanwhi | e, OneBeacon does not

advertise its workers’ conpensation insurance in Rhode Island

4 OneBeacon retained the services of Jessica Pollner, Ph.D.,
to determ ne whether there was a likelihood of confusion between
OneBeacon and Beacon anbng OneBeacon agents in Rhode Island who
produce comerci al i nsurance policies. OneBeacon seeks to have the
testinmony of Dr. Pollner adnmtted as expert testinony to the effect
that the results of the survey she conducted denonstrate a | ack of
i kelihood of confusion anbng OneBeacon agents in Rhode Island
Beacon filed a notion to exclude this testinony and the Court
conducted a Daubert hearing in the course of the trial, reserving
ruling until the issuance of this opinion. This Court grants
Beacon’s notion for the followi ng reasons: First, the Court does
not need an expert to testify to the non-startling conclusion that
OneBeacon agents in Rhode | sl and are not confused bet ween OneBeacon
and Beacon. Cf. United States v. Sebaggala, 256 F.3d 59, 65 (1st
Cr. 2001). Second, Dr. Pollner’s methodol ogy rai ses a nunber of
gquestions as to the reliability of her conclusions. As just one
exanpl e, after receiving responses fromonly forty-ei ght of the 140
agents fromwhomshe sought responses (for a response rate of 34%
Dr. Pollner’s primary effort to verify the representativeness of
the sanple was to ask OneBeacon itself whether the forty-eight
agents were representative of the |arger group. This Court
concl udes that such nmethodology is not sufficiently rigorous to
neet the requirenents of Rule 702 of the Federal Rul es of Evi dence.
(&. Pl."s Mem for Exclusion at 14 (pointing out that the
Guidelines for Statistical Surveys issued by the former U.S. Ofice
of Statistical Standards provide that, in the case of probability
sanples, “[p]otential bias should receive greater scrutiny when
response rate drops below 75% and “[i]f the response rate drops
below 50% the survey should be regarded wth significant
caution”).)
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Finally, the overlapping custoners are business owners or
i ndi vi dual s charged wi t h purchasi ng workers’ conpensati on i nsurance
on behalf of their enployers. Thus, the relevant class of
consuners i s sophi sticated and has a professional incentive to nake
i nformed judgnents.

4. Act ual Conf usi on

Shortly after OneBeacon’ s nanme change, Beacon becane aware of

numer ous i nstances of apparent confusion. (See generally Tr. of

2/ 28/ 05 at 149-217; Tr. of 3/1/05 at 16-85 (testinony of M chael
Lynch, setting forth various instances of confusion).) Rhode
| sl and enpl oyers, enpl oyees, vendors, doctors, court personnel and
others have all denonstrated confusion over the relationship
bet ween the two conpani es.

Beacon has received checks from Rhode |sland enployers for
prem uns on OneBeacon policies, letters from enployers neant for
OneBeacon, and tel ephone and email inquiries indicating confusion
about the distinction between the two conpani es. Beacon has al so
recei ved nedi cal records, physician letters, health insurance claim
forms, and statenents from health care providers intended for
OneBeacon. In addition, Beacon has received correspondence
intended for OneBeacon from third party insurance conpanies, as
well as from attorneys and workers’ conpensation court personnel.

The reverse is also true: OneBeacon has received docunents
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i ntended for Beacon. Beacon has summarized nmuch of this evidence
in a “confusion matrix,” which is further discussed bel ow.
OneBeacon has challenged the adm ssibility of much, if not
all, of Beacon’s evidence of actual confusion (see Def.’s Mot. in
Limne to Exclude Evidence of Confusion), and sonme discussion of
the I egal framework which guided this Court’s rulings during trial
is in order. \Where Beacon sought to introduce evidence of actual
confusion on the part of a nenber of the public (as manifested by
behavi or, rather than a statenment such as “I’m confused”) via the
live testinmony of an enployee (for exanple, a receptionist
testifying to sonmeone calling Beacon |ooking for car insurance,
whi ch OneBeacon sel |l s but Beacon does not), the testinony was rul ed
adm ssi bl e as non-hearsay since it was not being offered for the

truth of the matter asserted.?® Wher e Beacon sought to introduce

® See Boston Athletic Assoc. v. Sullivan, 867 F.2d 22, 31
(st Cr. 1989) (“Mckey Lawrence, president of Inmage Inpact,
reported in her affidavit that she had encountered a shopper at the
Fil ene's departnent store who expressed surprise when Law ence tol d
her that defendants' shirt, which the shopper was weari ng, was not
an ‘official’ Boston Marathon shirt. The district court refused to
consi der this account, holding that it was i nadm ssi bl e hearsay. W
t hi nk that the account was not hearsay, however, because it was not
‘offered in evidence to prove the truth of the matter asserted.
Fed. R Evid. 801(c). The statenent was nade not to prove that the
defendants' shirts were in fact officially authorized, but rather
to show that the declarant, a nmenber of the public, believed that
they were officially authorized.”) (enphasisinoriginal); Gtizens
Fin. Goup, Inc. v. Ctizens Nat’'l Bank of Evans GCty, 383 F.3d
110, 133 (3d GCir. 2004) (“In this case, the tellers described what
they saw and the action they took with respect to custoners who
appeared to be confused with respect to CFG and CNBEC. This i s not
hearsay.”).
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evi dence of actual confusion on the part of a nenber of the public
(as manifested by a statenent equivalent to: “I’m confused”) via
the live testinony of an enployee, the testinony was adm ssible
under the then-existing state of mnd exception to the hearsay
rule.® However, Beacon’s attenpt to admt its “confusion matrix,”
either directly or via the testinony of a corporate officer, could
not survive OneBeacon’s objection. The matrix is hearsay (i.e.,
t he docunment states that soneone said, in effect, “I received a
letter that indicated confusion on the part of the author”). The
busi ness record exception is not avail abl e because the nmatri x was

prepared by Beacon in anticipation of litigation. See Source

Servs. Corp. v. Source Tel econputing Corp., 635 F. Supp. 600, 612

n.9 (N.D IIl. 1986). Nor can Beacon overconme OneBeacon’s
objection by arguing the matrix constitutes a recorded present
sense inpression of another’s then-existing nental state. See

Ocean Bio-Chem Inc. v. Turner Network Television, Inc., 741 F.

Supp. 1546, 1559 (S.D. Fla. 1990). Finally, the Court declined to
admt the matrix as a recorded present sense inpression of non-

hear say behavi or indicating confusion because the matri x does not

¢ See Citizens, 383 F.3d at 133 (“Fed. R Evid. 803(3) allows
statenents, otherw se excluded as hearsay, to be received to show
the declarant's then-existing state of mnd. To the extent that
any of the custoners' statenents nay be deenmed hearsay, we believe
Rul e 803(3) would apply.”); Programred Tax Sys., Inc. v. Raytheon
Co., 439 F. Supp. 1128, 1131 n.1 (S.D.N. Y. 1977) (“[Aln exception
[to the hearsay rule] is available for the statenents of those
‘declarants’ who were describing to Kanof sky their ‘then existing
state of mnd,” i. e., their confusion.”).
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di scl ose the time between form ng the inpression and recording the

information. See United States v. Ferber, 966 F. Supp. 90, 99 (D

Mass. 1997) ("A present sense inpression, in contrast, 1is
adm ssible so long as it explains an event imedi ately after it
happens. ”).

Def endant argues that the probative weight accorded the
adm tted evidence should be de mninus.” (See Def.’s Mt. in
Limne to Exclude Inadm ssible Hearsay.) The cases Defendant
provides set out a nunber of reasons why Plaintiff’s actual
confusion evidence may be of |imted probative worth. For
i nstance, courts have refused to give nmuch credence to actua

confusion evidence simlar to the m sdirected communi cati ons here

! Def endant also argues the evidence should be deened
irrel evant. However, the cases Defendant cites for this
proposition are not particularly conpelling. For exanple, in Lang
V. Ret. Living Publ’g Co., Inc., 949 F.2d 576 (2d Cr. 1991), the
Second Circuit held that evidence of 400 m sdirected phone calls
was not relevant because it only showed (at best) that “consuners
erroneously believed that the senior user (Lang) was the source of
the junior wuser’s (Retirenent Living) nmagazine,” id. at 583
(enmphasis inoriginal). This was not sufficient because, according
to the Second Circuit, in order to be relevant the evidence needed
to show that “purchasers or prospective purchasers of Lang s
products” believed the products “were produced by or affiliated
with Retirenent Living' s magazine.” |1d. This Court, however, is
not bound by such a limtation. See Beacon 11, 376 F.3d at 10
(noting that the evidence of msdirected communications in this
case could support the inference that Beacon’s goodw |l and
reputation had been damaged). The Sixth G rcuit, in Therna-Scan,
al so found evidence of actual confusion to be irrel evant where the
communi cations that had been msdirected to plaintiff nade no
menti on of defendant’s product, 295 F.3d at 635. Since at |east
some of the inquiries to Plaintiff here did nention products sold
only by Defendant, this rationale for finding irrelevance is al so
not applicabl e.
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wher e: (1) the total nunber of msdirected conmunications
represents a small portion of the total nunmber of comrunications

recei ved, see Therma-Scan, Inc. v. Thernbscan, Inc., 295 F. 3d 623,

632 (6th Cr. 2002); Checkpoint Sys., Inc. v. Check Point Software

Techs., Inc., 269 F.3d 270, 299 (3d Gr. 2001); (2) there is no

evidence that the m sdirected communications were the result of

anyt hing other than clerical error,® see Therma-Scan, 295 F.3d at

636; Checkpoint, 269 F.3d at 298; (3) the total anount of

m sdi rected conmuni cations was small in relation to the total tine
the senior and junior user had been using the marks at issue, see

Therma- Scan, 295 F. 3d at 636; Checkpoint, 269 F.3d at 298-99; and

(4) the testinony regarding the m sdirected comunicati ons cane

from enpl oyees of the plaintiff, see Checkpoint, 269 F.3d at 298.

Al these reasons for giving limted weight to actual confusion
evidence are present here, and the Court accordingly limts the
probative wei ght accorded to evidence of actual confusion fitting
into one or nore of the precedi ng categories.

Plaintiff, however, points out that at |east sonme of the
m sdi rected conmuni cati ons not only were sent to the wong address,
but included the wong nane as well --thus indicating nore than nere

clerical error. Also, the relatively small nunber of incidents

8 In addition to the parties having simlar nanes, they share
simlar addresses. Beacon is located at One Beacon Centre in
Warwi ck, Rhode Island, while OneBeacon’s headquarters is at One
Beacon Street in Boston, Massachusetts.
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cannot be held against Plaintiff w thout accounting for the fact
t hat Defendant has an admttedly small Rhode Island presence and
Plaintiff has not had simlar confusion problems wth other
i nsurers. Finally, Plaintiff points out that because “[a]ctua
confusion is often taken to be the nobst persuasive possible
evidence that there is a likelihood of confusion . . . [e]lven a
m ni mal denonstration of actual confusion may be significant.”

Three Blind Mce Designs Co., Inc. v. Cyrk, Inc., 892 F. Supp. 303,

312 (D. Mass. 1995).
Furthernore, even if Plaintiff’s actual confusion evidence is
found to be de mninus, Plaintiff points out that it can prove

I'i kel i hood of confusion independently. See Nautilus Goup, Inc. v.

| con Health and Fitness, Inc., 372 F. 3d 1330, 1339 (Fed. G r. 2004)

(concluding that “it was inproper for the district court to
consider [] scant and anbi guous evidence of actual confusion in
Nautilus’s favor for purposes of granting a prelimnary
i njunction,” but nonet hel ess uphol di ng determ nati on that there was
a likelihood of confusion as to registered mark on the basis of
plaintiff's strength of mark and simlarity between the marks and

products); Frehling Enters., Inc. v. Int’|l Select Goup, Inc., 192

F.3d 1330, 1340 (11th Cr. 1999) (stating that actual confusion
evidence “is not a prerequisite” and finding a |ikelihood of

confusion as to registered mark on the basis of plaintiff’s
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strength of mark, simlarity of the marks, and defendant’s intent
to copy).

In light of all the above, the Court concludes that the
evi dence of actual confusion presented by Beacon, while clearly not
overwhelmng, is sufficient to tip the scale in its favor as to
this factor.

5. Def endant’s | nt ent

OneBeacon (then known as “CGU I nsurance”) was sold to Wite
Mount ai ns | nsurance G oup, Ltd. (“Wite Muntains”) in 2001 and
OneBeacon adopted its <current nane and |ighthouse logo in
connection wth that sale. (Tr. of 3/3/05 at 58-59.) The choice
of nane and |l ogo resulted froma year-|long process that cul m nated
wi th a nam ng contest in which enpl oyees and agents submtted their
proposals. (ld. at 67-71.) The nane “One Beacon” was one of 2000
subm ssions. (ld. at 69.) It was chosen by senior managenent from
anong twelve finalists. (ld. at 70, 83.) The choice of the nane
was i nfluenced by several factors, including the fact that (a) One
Beacon Street in Boston was the |ongstanding address of the
Conpany’ s corporate headquarters, which its enpl oyees and agents
had cone to refer to as “One Beacon,” and (b) it connected the
Conmpany to its base in Boston and, nore broadly, New England. (1d.
at 71, 84.) Managenment of the conpany’s new owner, Wite
Mount ai ns, endorsed the choice. (Id. at 84.) Thr oughout the

nam ng process, the Conpany was aware of the existence of Beacon
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(id. at 92-93), which it did not view as an inpedinent to the
adoption of “OneBeacon” because it did not view the conpanies as
being in direct conpetition (id. at 83) and the nanme had been
cl eared for use by outside counsel (id. at 81-82). Around the tine
t hat “OneBeacon” was energi ng as the consensus choice for the new
name, the Conpany’s in-house design staff and an advertising
consul tant devel oped over fifty potential |logos. (ld. at 84.) The
chosen | ogo is a conbination of a |ighthouse and obeli sk designed
by the outside consultant. (ld. at 85-86.)

The seventh factor in the |ikelihood of confusion inquiry--the
defendant’s intent in adopting its mark--falls in OneBeacon’s
favor. In this case, the record is clear that OneBeacon adopted
its nane and | ogo in good faith, wi thout intending to copy Beacon’s
mar ks or deceive relevant purchasers. However, as the Circuit
Court pointed out, “[u]lnder this circuit's precedents . . . this
factor usually matters only where an alleged infringer copied a
mark in bad faith; a converse finding of good faith carries ‘little
weight.’” Beacon Il, 376 F.3d at 19.

6. Strength of Mark

OneBeacon offered the follow ng evidence at trial: A search
of yell owpages.com showed fourteen conpanies using “beacon” in
their nanes in Rhode Island. (Tr. of 3/3/05 at 117.) One of those
conpanies was in the insurance/financial industry and al so used a

i ght house logo. (ld.) In Massachusetts, 289 conpanies listed in

25



yel | owpages. comused “beacon” in their nanme. (ld. at 119.) Ten of
t hose conpanies were in the insurance/financial industry, and five
of those used a lighthouse logo. (ld.) In New York, there were
233 listings, including one conpany in the insurance/financia
i ndustry. (1d. at 120.) In Connecticut, there were 101 such
listings, including three in the insurance/financial industry, one
of which used a lighthouse logo. (l1d.) A search of the world w de
web showed, nationw de, an additional thirty-four conpanies in the
i nsurance/ financi al industry using “beacon” in their nanmes, twenty-
ni ne of which also enployed a |Iighthouse logo. (ld. at 125.)

Beacon raised nmany legitimate chall enges to the accuracy of
this evidence. Nonetheless, after reviewing all the evidence and
obj ections thereto, the Court finds that: (1) the word “beacon” has
been used by conpani es nati onwi de; (2) many of the conpani es using
the word “beacon” in their wmrk are 1in the financial
servi ces/insurance i ndustries; and (3) it is not uncommon for these
marks to include a |ighthouse | ogo.

However, even given this finding, the Court concludes that
Beacon’s marks are strong marks. As the Court of Appeals stated in
Beacon 11:

OneBeacon argues that the mark is weak because a yell ow

pages search shows that the term ‘beacon’ is used by

ot her financial services conpanies in the Northeast. But

none of the Rhode |Island conpanies |isted appear to be

i nsurance conpani es and there is no evidence that any of
t he ot her conpani es do business in Rhode Island.
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376 F.3d at 19 n.5. And so the evidence renmained after trial
Beacon has used its marks since 1992, has pronoted them actively,
and has gained renown in the field, as evidenced by Dr. Jacoby’s
consuner survey and Beacon’ s substantial market share. Thus, the
strength of the marks wei ghs in Beacon's favor.

Havi ng revi ewed the eight factors, the Court concl udes Beacon
has carried its burden of proving a |ikelihood of confusion.
Def endant argues Plaintiff nust directly prove harmto its goodw ||

or reputation. But this is not correct. See Societe Des Produits

Nestle, S.A. v. Casa Helvetia, Inc., 982 F.2d 633, 640 (1st Cr

1992) (Selya, J.) (“[T]he district court erred in suggesting that
proof of actual harm to Nestle's goodwil|l was a prerequisite to
finding a Lanham Tr ade- Mark Act violation. The Lanham Act contai ns
no such proof-of-injury requirenent. By its very nature, trademark
infringenment results inirreparabl e harmbecause the attendant | oss
of profits, goodw ll, and reputation cannot be satisfactorily
gquantified and, thus, the trademark owner cannot adequately be
conpensated. Hence, irreparable harm flows from an unlawf ul
trademark infringenment as a matter of law ”). Plaintiff put on

evidence of, inter alia, mstaken cancellations of coverage for

failure to pay premuns, inproper disclosure of confidential
medi cal records, and delayed reinbursenment of health care
providers. (See Tr. of 2/28/05 at 90.) This evidence, which this

Court accepts, provides independent support for concluding that
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Beacon’ s goodw || and reputati on have been danaged. The next issue
is renedy.
I11. Renedy

The Lanham Act affords the Court the “power to grant
i njunctions, according to the principles of equity and upon such
terms as the court may deem reasonable.” 15 U.S.C. § 1116.
| ndeed, “an injunctionis the standard renmedy in unfair conpetition
cases.” 5 MCarthy § 30:2. Wile the Court has a “w de range of
discretionin framng aninjunctioninterns it deens reasonable to

prevent wongful conduct,” Soltex Polynmer Corp. v. Fortex Indus.,

Inc., 832 F.2d 1325, 1329 (2d Cr. 1987) (quoting Spring MIls,

Inc. v. Utra-cashnmere House, Ltd., 724 F.2d 352, 355 (2d Cr.

1983)), injunctive relief should be limted to the senior user’s

geographic market, Ctizens Fin. Goup, 383 F.3d at 132 (“[T]he

seni or user of a common |aw mark may not be able to obtain relief
against the junior user in an area where it has no established
trade, and hence no reputation and goodw | |.").

OneBeacon has argued that it shoul d not be enjoined fromusi ng
its mark in Rhode Island, but rather should be allowed to cure the
actionable confusion via disclainmers and, perhaps, a directed
advertising canmpaign. The Court, however, is not convinced such a
solution would be effective. First of all, the efficacy of

disclainmers generally is in doubt. See Hone Box Ofice, Inc. V.

Showt i nre/ The Movi e Channel, Inc., 832 F.2d 1311, 1315-16 (2d Gr.
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1987) (recognizing “body of academ c literature that questions the
ef fectiveness of disclainers in preventing consuner confusion as to
the source of a product”); see also Jacob Jacoby & George J.

Szybillo, Wiy Disclainers Fail, 84 Trademark Rep. 224, 224 (1994)

(“nmost disclaimers do not in fact elimnate the potential for
confusion”). Second, OneBeacon has put on no evidence to suggest
a disclainmer would be effective in this case. See Vincent N.

Pal |l adino, Disclainers Before and After HBO v. Showine, 82

Trademar k Rep. 203, 218 (1992) (sunmmarizing cases foll ow ng HBO as
standing for the proposition that a disclainmer “should not be
ordered where plaintiff establishes a substantial |ikelihood of
confusi on, unl ess defendant shoul ders the heavy burden of proving
a disclaimer wll effectively alleviate that substanti al
i kelihood”). Finally, because Beacon is the one doing the vast
majority of advertising in Rhode Island, the burden to correct

confusion via disclainer would arguably fall to them® G ven that

® This fact nmay be the source of OneBeacon’s suggestion that
it be permitted to avoid an injunction by inplenmenting a directed
advertising canpaign. This Court, however, foresees needl essly
difficult logistical issues involving the form quantity, and
duration of such proposed advertising. Moreover, such a canpaign
m ght actual ly make the probl emworse. See Jacobs v. Beecham 221
U S 263, 272 (1911) (Holnmes, J.) (“To call pills Beechams pills
is to call themthe plaintiff's pills. The statement that the
def endant makes t hem does not save the fraud. That is not what the
public would notice or is intended to notice, and, if it did, its
natural interpretation would be that the defendant had bought the
original business out and was carrying it on.”); see also Jacob
Jacoby, Margaret C. Nelson, & Wayne D. Hoyer, Corrective
Advertising and Affirmati ve Di scl osure Statenents: Their Potenti al
for Confusing and Msleading the Consuner, 46 J. Mrketing 61
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Beacon is not the creator of the actionable confusion in this case,
it would be manifestly unfair to inpose the burden of clearing up
that confusion on it. In light of these concerns, the Court
concludes that the only practical remedy that can neaningfully
protect Beacon’s mark is an injunction prohibiting OneBeacon from
usi ng the OneBeacon nane and |ighthouse | ogo in Rhode Island.

| V. Rhode | sl and Law O ai ns

Beacon also seeks injunctive relief wunder its state |aw
clains. Because this Court has already concluded that Beacon is
entitled to the relief it seeks pursuant to resolution of its
Lanham Act clains, there is no need to further address Beacon’s

state | aw cl ai ns.

(1982) (“Studies on corrective advertising suggest that renedia
messages may also fail to be correctly conprehended. Mazi s and
Adki nson (1976, p. 182) noted that 39% of their subjects
m sunder st ood the corrective nessage they used, while Russo et al.
(1981) obtained a nedian m sconprehension rate of 61% for
corrective ads for 10 different products. |In other words, renedial
statenents nmay be at |east as confusing and m sleading as the
advertising they are designed to counteract.”). Thus, the Court
does not view directed advertising as an effective solution to the
probl em of confusion as to source in this case.
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V. Concl usi on

For the foregoi ng reasons, the Court hereby ENJO NS Def endant
OneBeacon Insurance Goup from using the OneBeacon nane and

I i ght house | ogo i n Rhode I sl and.

I T 1S SO ORDERED,

WlliamE Snmith
United States District Judge
Dat e:
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